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Abstract 
The insurance industry taking place within financial system is affected by national and international economic developments and 
crises. Furthermore, the natural disasters, experienced in recent years, have also affected the industry in different manners. In 
addition to them, the competition conditions available at the industry increase the negative effects as well. Within this scope, 
there has been requirement to examine the competition existing at the industry and observe the change within time.From the 
point of Turkey, however, new legal arrangements have been made at the Turkish Insurance Industry in addition to natural or 
economic events, experienced in recent years. It is aimed to indicate the characteristics of the Turkish Insurance Industry and 
carry out a study on the competition structure of the industry in consideration of economical and natural events, experienced in 
recent period.  The intensity or severity of competition at non-life branches for the period between 2005-2010 is calculated by 
means of Herfindahl-Hirschman Index. The Index is formed up both for assets and premiums totals. It is observed that the 
Turkish Insurance Industry is within a competitive structure and competition reflected negatively into the calculation premiums 
tak  
Keywords: Turkish Insurance Industry, Competitive Structure, Herfindahl-Hirschman Index 
1. Introduction 
Insurance industry is an important part of the finance industry. In addition to this, it is closely related with 
the saving characteristics and development levels of the countries as well. In this coverage, the competition 
structure of the insurance industry influences the profitability of the companies acting in the industry and forms 
pressure on the new policy writing conditions of the companies. 
Free Tariff System started to be implemented in the year 1990 in the Turkish Insurance Industry. The 
insurance companies had the right to apply the free premium tariff except for the life insurance and compulsory 
insurances by means of this system. Various arrangements have been made in terms of providing the opportunity for 
collecting the premiums by the insurance companies in time (www.tsrsb.org.tr). In this system, premium is 
calculated by means of taking into consideration the free competition market and commercial conditions, in the light 
of the mathematical models and statistical information by the company experts. 
In this study, by means of taking into consideration the economical and natural events which have been 
experienced until near past, it is aimed to state the characteristics of the Turkish Insurance Industry and to research 
the competitive structure of the industry in particular. The severity of the competition in the non-life branches for 
the period between the years 2005-2010 is calculated with the help of Herfindahl-Hirschman Index. The index is 
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formed not only for the total assets but also for the total premiums. It is observed that the Turkish Insurance Industry 
is in a competitive structure and the competition is reflected on the calculation of the premiums taken and then on 
the company competition negatively. 
2. Characteristics of The Turkish Insurance Industry 
Within the finance industry total assets in Turkey, the share of the banking industry is 87.48% and the share 
of the insurance and individual retirement industries is 2.83%. Turkish finance industry has a banking-weighted 
structure. In this industry; while the insurance and individual retirement industries took part on the fourth line until 
the year 2007, then it increased to the third line in the year 2008 and it maintained its place in the years 2009 and 2010.  
As of the end of the year 2010; 57 of 63 companies made premium production in the year. The separation 
of these companies is as 33 non-life, 10 life, 13 life and retirement and one reassurance company. As it is seen in 
the Table 1; Turkish Insurance Industry (TII) realized the gross premium production with the total amount of 14.1 
Million Turkish Lira (TL) as 11.9 Million TL in the non-life branches and 2.2 Million TL in the life group in the 
year 2010. (www.tsrsb.org.tr, www.tresury.gov.tr). 
Table 1. Gross Premium  (Million TL) 
 
Year 2006 2007 2008 2009 2010 
Total Premium 9.670 10.931 11.780 12.436 14.130 
 
Non Life Premium 8.284 9.600 10.204 10.614 11.949 
Non Life Share % 85,67 87,82 86,62 85,35 84,57 
 
 Life Premium 1.386 1.331 1.576 1.822 2.181 
 Life Share % 14,33 12,18 13,,38 14,65 15,43 
Source: It is compiled from the activity reports pertaining to the industry. (www.tsrsb.org.tr,www.tresury.gov.tr) 
Whenever the Table 1 is examined; it is seen that the premium production in the non-life insurance 
branches in Turkey is higher than the life group. While there are some minor changes between the years 2006-2010, 
the share of the non-life insurance branches in the total premium production is about 85%. Although a small 
increase is observed in this rate in the year 2007, the level of 85% is maintained in the year 2010. In the life branch, 
a decrease is experienced because of the passes to the individual retirement system in the years 2006 and 2007; 
however, increase is seen in the following years. 
The insurance industry is considerably affected by the developments or regressions in the 
economy(Eisen,1991, Ma,2011, Liedtke,2009). In this coverage; the nominal and real increase rates of the direct 
premium amounts in the separation of non-life and life branches in the last five-year period are specified in the 
Table 2 in comparison with the increase rates realized in GDP. 
Whenever the Table 2 is examined; it is seen that the real increase rates are experienced except for the years 
2008 and 2009. In particular, the real increase level of 10.54% which is experienced in the year 2006 is not yet 
reached including the year 2010. Whenever the increases which are collected in the non-life area are examined 
properly, it is seen that there is a real decrease of 3.08% in the year 2008 and 2.60% in the year 2009. The wearing 
effects of the economical crisis which is experienced in the year 2008 could be also shown among the reasons of this 
decrease. 
In life branch, there is a quite different situation experienced. Following a real decrease with the rate of 
11.34% in the year 2007, considerable real increases are observed in the other years. The passes from the life branch 
to the individual retirement between the years 2006-2007 could be shown as a reason of this. 
It is already known that there is a positive correlation between the insurance industry and the GDP(Barrese, 
Grace and Scordis, 2005). While the GDP increases by 6.58% and 2.57% respectively in the years 2006 and 2007, 
the premium increase on the non-life areas realized as 12.22% and 6.86%. In the year 2008, while there is not any 
real decrease in GDP, a real decrease of 1.85% is experienced throughout the insurance industry. Particularly the 
real decrease with the rate of 3.08% in the non-life area is considerable. 
Table 2, Direct Premium Production  (Million TL) 
 
1086   Feride Hayırsever Basturk /  Procedia - Social and Behavioral Sciences  62 ( 2012 )  1084 – 1088 
Year        2006  2007 2008 2009 2010 
      
Non Life Direct Premium 8.090 9.370 9.995 10.371 11.673 
Life  Direct Premium 1.385 1.331 1.564 1.822 2.148 
Total Direct Premium 9.475 10.701 11.560 12.193 13.822 
Nominal Change (%) 21,21 12,95 8,02 5,48 13,36 
Reel Change (%) 10,54 4,2 -1,85 -0,98 6,54 
      
Non Life Change (%) Nominal 23,05 15,83 6,67 3,76 12,56 
Non Life Change (%) Reel 12,22 6,86 -3,08 -2,60 5,79 
      
Life Change (%) Nominal 11,49 -3,9 17,56 16,45 17,92 
Life Change (%) Reel 1,68 -11,34 6,81 9,32 10,83 
GDP      
Nominal Change (%) 16,87 11,18 12,73 0,21 16,01 
Reel Change (%) 6,58 2,57 2,42 -5,93 9,03 
Consumer Price Index (%) 9,65 8,39 10,06 6,53 6,40 
 
Whenever an examination is performed for the year 2010; while it is seen with a real increase of 6.54% i
this year in TII, non-life is behind this with the rate of 5.79%. Similarly, GNP followed a higher level than the non
life area and the general insurance industry with the rate 9.03% as real in the year 2010. The real increase rate in th
year 2006is not reached yet in non-life insurances. On the contrary, in life branch, a higher increase rate than GNP i
seen with the real increase rate of 10.83% in the year 2010. 
In line with these developments which are experienced in Turkey, whenever the World Insurance Industr
in the years 2009 and 2010 are examined; similar results could be observed. Total 4.3 trillion USD premium
production is realized with the increase of the rate 2.7% as real in comparison with the previous year in the yea
2010 throughout the world. The gross premium production increased by 3.2% in the life branch and by 2.1% in th
non-life branches and it became 2.5 trillion and 1.8 trillion USD respectively. In this coverage, the real growth rate
for the industrialized countries and the developing markets are stated in the Table 3. (www.tsrsb.org.tr). 
 
Table 3. Real Premium Growth Rate  in  2009 and  2010 (%) 
 
                           2009              2010 
            Life    Non-Life                            Life Non-Life 
Industrialised Countries -2,8 -0,6 1,8 1,0 
Emerging Markets 4,2 2,9 13,1 8,5 
Total -2,0 -0,1 3,2 2,1 
 
Turkey 9,3 -2,6 10,8 5,8 
              Source: Sigma Magazine, World Insurance in 2010, No: 2/2011, www.tsrsb.org.tr,www.swissre.com 
 
  Similar movements are seen in TII as similar to the developing markets in general. While there is a
increase rate in the premium productions in the developing markets in the years 2008 and 2009; the premium
production decreased as real in Turkey. The changes in growth direction are observed in the year 2010 and th
increases with the greater rates than the industrialized countries started to be experienced in TII. 
In this coverage, researching the competition levels in the market became important throughout the non-lif
branches. The potential influences of competition could be put on the agenda. 
3.Competition and Turkish Insurance Industry 
3.1 Measuring the Competition 
Herfindahl-Hirschman Index (HHI) is one of the indexes which measure the severity of the competition i
the related industry.HHI is expressed as the total of the squares of the rates of the total assets (premiums) of eac
company which takes part in the examined industry to the total assets (premiums) of the industry and its formulatio
is as follows(Pervan and Pavic,2006),(Barrese, Grace and Scordis, 2005),(Kafkova and the others, 2005). 













In the Formula; 
TA: means the total assets or total premiums of the insurance company, 
N: means the number of the insurance companies. 
In general, smaller HHI than 1000 indicates a lower level in the industry and being bigger than 1800 
indicates intensification at a higher level. A value between 1000 - 1800 values is interpreted as intensification at the 
medium level. Being 1800 or lower of the index indicates that there are no powerful companies having 40% market 
share in the industry. 
In other words; in any industry 
 Being below 1000 of the HHI value indicates that this industry is in a structure close to the full 
competition and there is a lower rate of intensification in the industry. 
 
environment. In this case, there are no companies which are dominant in determining the competitive 
conditions. 
 If the HHI value increases above 1800, it could be considered that the market is an oligopoly market. In 
general, the market conditions which are shaped under the dominance of 2, 3 or 4 companies are in 
question. 
  It is seen that the USA Ministry of Justice decides whether to allow the company mergers or not by means 
of looking at the HHI value of the industry. According to this index, as the company number increases, in other 
words as the competition increases, the index reduces and as the competition decreases, the index increases (Pervan, 
2006;1675-1677,Barrese, Grace and Scordis, 2005;302,Kafkova and the others, 2005;17 . 
3.2.Calculating the HHI Values in Non-life Branches in the Turkish Insurance Industry 
In the coverage of the study, taking into consideration the premium and asset totals of the companies acting 
in the non-life branches in TSS for the years 2005-2010, HHI is calculated and then the Table 4 is formed up. 
 
Tablo 4. HHI Values in Non-life Branches in the Turkish Insurance Industry 
 
 2005 2006 2007 2008 2009 2010 
-     Premium 739 726 723 710 722 698 
      Change (%)  1,76 0,41 1,80 -1,69 3,32 
       
-    Total Assets 1162 1058 1164 855 968 715 
      Change (%)  8,95 -10,02 26,55 -13,21 26,13 
Source: Calculation is made from the activity reports belonging to the industry by the researcher. 
 
According to the Table 4, the HHI values pertaining to the non-life branches in TII make us think that there 
is a competitive environment in question. 
If the examination is performed according to the premiums; In the years examined, the HHI values have 
inclination to be below 1000 in terms of the premium productions in the non-life branches. Between the years 2005-
2010 the HHI values are in decreasing inclination and the HHI value in the year 2010 (698) decreased by 5.54% in 
comparison with the value of the year 2005 (739). According to these values, it could be said that the competition is 
severe in the period of time examined for the insurance companies acting in the non-life branches. The continuance 
of the competitive conditions which are observed throughout the industry will put on the agenda the wearing effect 
of the excessive competition from time to time. 
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If the examination is performed according to the total assets; in the period of examination, an inclination 
of decrease is seen in a similar way to the premiums in the HHI values in comparison with the total assets in the 
non-life branches. The values above 1000 which are observed in the years 2005, 2006 and 2007 decreased to the 
level of 715 when the year 2010 is reached. The change rates having higher values than the premiums also support 
this result and shows a competition level having increases and decreases. 
During the research; it is seen that the number of the companies with foreign capital increased in both of 
the branches. Similar tables (Pervan and Pavic, 2006;1675-1677) and (Kafkova and the others,2005;18-19) are 
observed in the studies carried out as well. In the industry, it could be said that the small-sized companies could be 
negatively affected by the competition conditions and they act in the manner decreasing the profitability from time 
to time in the premium calculations in order to protect their market shares. 
4. Conclusion 
While TII completes the years 2008 and 2009 with a growth value below inflation, some increases with real 
rates are experienced in the year 2010. However, whenever the economical crisis which is experienced in the world 
is reminded, it is looked at the industry positively because of the negative values observed in a lot of countries. 
Whenever the world and EU averages are compared, it is considered that the insurance capacity is not used 
completely in our country and it could increase based on the developments and it attracts attention of the foreign 
investors. 
Some decrease are experienced in the technical profit level of the industry in line with the legal 
arrangements made in the year 2005 and an increase inclination started in the year 2008. There is a technical loss in 
question based on the narrowing demands in the insurance industry in the crisis environment which started in the 
year 2008. While the premium proceeds seem to be increasing in the year 2009, this increase is not reflected on the 
technical profitability and it giver rise to an influence for decreasing the competitive profitability in the industry. 
Similarly, there is a very small technical profitability in question for the entire industry in the year 2010 as well. 
In the HHI values pertaining to TSS, the increasing competition conditions are observed in the industry. In 
the period of examination, the HHI values in terms of not only premiums but also total assets in the non-life 
branches follow a course lower than the level of 1000. The attention is drawn on the premiums calculated on the 
policies in particular and it is emphasized on the cost compensation rates of the premiums. The competition level 
which is experienced in TSS influences the profitability of the small sized companies and the company mergers or 
foreign shareholder inclusions come on the agenda. The rate of the foreign capital in the insurance industry of our 
country increases in the course of time based on this as well.  
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